It seems that there are people who are prepared to accept what the numerical analyst would regard as a shockingly poor approximation to F(x, t), the distribution function of aggregate claims in the interval of time (o, t), provided it can be quickly produced on a desk or pocket computer with the use of standard statistical tables. The so-called NP (Normal Power) approximation has acquired an undeserved reputation for accuracy among the various possibilities and we propose to show why it should be abandoned in favour of a simple gamma function approximation.
Discounting encomiums on the NP method such as Biihlmann's (z974): "Everybody known to me who has worked with it has been surprised by its unexpectedly good accuracy", we believe there are only three sources of original published material on the approximation, namely Kauppi et al (x969) , Pesonen (z969) and Berger (x972) . Only the last two authors calculated values of F(x, t) by the NP method and compared them with "true" four or where the kappas are the cumuiants of F(., t), and treating the result as a standardized Normal variate so that I Berger (loc. cit.) found that the use, of x4 and the inclusion of the last two terms of the foregoing equation in y "does not generally produc~ better results than NP2". In our view, the necessity of solving a cubic equation and, possibly, choosing the appropriate root (Berger, I972) removes the "second approximation" from the list of simple procedures. Among the "short cut methods" of approximating P (x, t) tried by Bohman and Esscher in their classic I963-64 paper was the gamma distribution with density .I F(~) e-~y~-i o _< y < oo so that
where the P-notation for the incomplete gamma ratio is now standard (see, e.g., Magnus et al, I966) and ~ is to be determined from 4 4
The joint authors reported that "the method has an astonishing accuracy in large parts of the field investigated" and one wonders why it has not been used more widely. The tables of KhamisRudert (I96fi) allow the approximation to be made with facility. shown in the Table and the gamma approximation (which is overloaded with decimals in the Table) is better than NP2 in 27 of them. It is better than NP3 in 27 also. What is more important is that the gamma approximation is better than NP2 in 9 of the Iz cases where deviations from the mean are 4, 5 or 6 standard deviations; the corresponding number among the dozen similar NP3 cases is also 9--but not the same 9/ Furthermore, the superiority of the gamma approximation does not seem to depend on the size of x, large values of which are supposed to ameliorate the accuracy of the NP method. Surely here is a case for discarding the Normal Power method altogether. To conclude, it is mentioned that just as the NP method can be extended to provide stop loss premiums (Pesonen, I969) the same is true of the gamma approximation. The stop loss premium at priority x can be shown to be No calculations of this quantity were made as it was not thought that any different conclusions would have been drawn. 
